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MAY 30 1995

CERTIFIED_HAIL

Deér Applicant:

Ye have considered your application for recognition of!éxemption from federal

income tax as an organization desciibed in section 501(c) (3) of the Internal
Revenue Code. S '

The information submitted indicates the organization was formed to support the
through monies raised from fundraisers. According to

the (nformation describing your activities, the funds raised are used to

purchase necessary materials and equipment for the chorus and also to help

The organization's income is darived primarily from studept faes: {spring
trip), fundraisings and student activity fees. The fundsiare expended to

cover the spring trip, choral equipment, chorus activities, awards and
Plaques, music and uniforms,

Saction 501(c)(3) of the Internal Revanue Code provides for the exemption of
organizations which are organized and operated exclusively for charitable,
religious, and educational purposes, no part of the net 2arnings of whirch
inures to the benefit of any private shareholder or individual

-

Saction 1.501(ec) (3)-1(a) (1) of the Income Tax Regulations provides that 1in
~order ta qualify for exemption under Code section 501(¢) (3), an organization
must ba both organized and operated evclusively for one or more exempt
Furpeses.  Failure to meet either the organizational or operational test will
1isqualify an ~rganization from exemption under section 501(c) (3).

Sectian LUSNIeY 0 -1ir) (1) of the Regulations provides that an organization
"ill b2 regarded as ”operated’exclusively" for one or more axempt purposes
crnly Sf oAb engagqee primarily in activitiss which accomplish'such-purposes. An
ICAARITICIoN i1l nor be so regarded if more than an insubstantial part of its
ACFIiIries is not in furtherance of an exempt purpose.
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Section 1 501(c)(3) l(d)(l)(ii) states that an’ orqanizqtion is not” organized

or operated for any- purpose under secticn 501(@ {3) unless it serves a public

rather than a’ private 1ntarast Thus, fo meet the- requiremants of this-

subparagraph; .-itiis, necessary for an orqanization to estabiish that it is not
organized or. operated for ‘the beuef;t of. private interests such as designated
1nd1V1duals, the creator.or his tamily, s areholdeerof ‘the organization or £
persons controlled, directly or indirectly’ by such priyate interests. : ' R
Horeover, ‘even: though as orqanivation'nay have -exempt - purposes, it will not be
considered as operating exclusively for*such ‘purpose it.more than an

1nsubstantia1 part ot its activxties serve a rrivate in erest

5y ".(4 4,‘ —_(’..."“ PR r,.\~" - \“,ﬂ

b charitable organization or trust must” be*Set Up for“tha benefit of an

indefinite ‘class of individualsj not*tor specific persons. ‘R trust or
corporation organized and’ oparated tor the benefit of spec ific indiv1duals 1s
not charitable, regardless of an established tinancial need

]
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In Carrie A. Haxwell Trust ‘Pasadena Hethodist Foundation V. Commissioner, 2
TCH 905 (1943), it was,held that a trust set.up for- the benefit of .an.aged

clergyman and his wife was not an exempt orqanization.' Despite'the fact that
the elderly gentleman was in: financ1a1 need, this was a private trust, not a

charitable trust, because it was created ‘and’ operated tor the banatit of
spec1tied pereons.g‘ e AR }
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Likevise, in Revenue Rulinq 57 449, published in Cumulative Bulletin 1957-2
page 622, a trust sat up to'pay a certain sun of all.individuals enrolled in a
certain school on a particular date was held to be a private trust, not a

charitable trust, because the beneticiaries were a group of identifiable
individuals

In Better Business Bureau v. ' United States, 326 U.S. 279-283, (1945), the

court held that the existence of a single non- exampt purpose, if substantial

in nature, will destroy exemption under sactoin 501(c)(3) regardless of the
number or importance of truly exempt purposes. ‘To qualify for exemption under
saction 501(c) (3), the applicant organization must show. (1) that.it is
orqanlzed and operated exclusively for religious, or charitable purposes, (2)
that no part of the nat earninqs inures to tha.benefit-of a private individual
or shareholder, and (3) that‘'no substantial part of its activities consists of.
the dissanination of propaganda or otherwise attempting to influence

lagislation or engaging in political activity See Kenner v, Commissioner,
318 F. 2d. 632, (7th cir. 1963).

Revenue Rulinq 67-367, 19672, C.B. ‘p. 183 held that an,orqanization which
~perated a "scholarship" plan for making payments to pre-selected,
specifically named individuals .did not qualify for exemption from tederal
inceome tax under section 501(c)(3) of the Internal Revenue Code

Onr reviewv of the 1ntormation subnmittod indicaten that your organization meets
the organizational test required to be exempt undar section 501(c).(3) however,

you have not established that you are oparated exclusively for charitable or -
other stated purpases under sectlon 501(c)(3) o ]
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~In- yOUr :esponee to our request tor additional intornstion—dated Harch 23,

. 1995 .you 1ndicated thet, ot the protite raised .through’ tundrnieing, the
'.‘; nmonies were - divided between the qeneral ‘accounts snd the “individual

student s account - You turthenhstated that the nonies deposited into student;
. ‘accounts ‘areilised’ eolely for

‘ “+gchool.. You aleo stated that ‘
X applied towerde “the" eccount ot‘
;~9 college the student sttends.

i ay . £ i » A
tpu descrihed your criteria (or selectinq recipiente ot your awards as being L
based upon. the’ students involvement with’ “; cheir leadership skills, s
their vocal abilities, gttendance at\rehearsals and’ their‘putticipation in - 00
etc.,cwhile‘it igf;qt nsndatory tor students 'to” engsqe‘in ' . ;
-fundraising" ih order to.participate. an; , they must make 0 e e
contributions to their etudantueccounts trom other sources (1.e.. parents, . W

relativee, part time jobs, etc ), or they are unablefto ettend trips..
: . 5 e WSS
y ’ ' Section 1 501(c)(3) 1(d)(2) ot the Income Tax Requlstionsqstatee that the term
o "charitable™ is-used’ in section’501(c) (3) in its- qenersllyNaccepted legal
sense. . The term- includes' reliat of the poor and distressed .ar..of the. o
underprivileged' advancement of ‘religion; adyancement’of. education or gcience- TR
eraction or maintenance of putlic buildings, ‘monuments, or ‘works; ‘lessening LR
the burdens of qovernnent: “and promotion of social welfare by. organizations e
‘designed’ to accomplish any of' the: above .purposes, or (i) to lessen’ -
neighborhood tensions'f(ii) to elininate prejudice or’ discrimination' (111) to .
defend human. and. civil riqhts secured by law; or.(iv) ta. combat community

deterioration and juvenile delinquency : f,ia: et \r‘; ; o * L ‘ufw”
"“n ’ Tha element ot public benetit ie a necessary condition otiieqel charity. It ” “,4
o the purposes or.operations of an, orqanization are such that'a private: . e
o individual who is not a member‘of a ‘charitable class receives other than an - : ( v

insubstantial or indirect economic benefit: therefrom; such: sctivitie; are

deemed- repugnant"to the idea: ot an exclusively cbaritable,purpoee. A :
. ‘,'k’ v *‘ " . ?" N (__tll . “ \.' ’ "ﬂ -

-- The "commeneurate teet" ot Revenue Rul‘nq 64~ 182 published ECE Cumuletive o

Bulletin 1964-1 on page’ ‘186 requires ithat a charitable organization with fund

raising” (unrelsted trade or business) income-as™its principal squrce’ of income

must carry on a charitsble program of grsnts and contrihutions commensurate
with its financial resources'* e Ry T ety
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- Code.v In: accordance With.this. dgt'

- principal otticers, that parson will need t

. .Revenue.’ Servige™ asja tailuro to" exnaust adninistrativa
. 7428(b) (2) of the Code provides, ‘in part,”

The "commensuratg test"' At . ‘
thaq 1s%poth ‘Teal- andf Moreover becaus

specifically,benefit re- selected class QF: 1ndivi als : | CRT
considered operating exclusivoly tor charity since w gahan -tnsubstantial e
part of yourractivitiesw ervo\private interests.- Thi i
‘your. activ1ties arg* in supportx

ftrue_even ‘though TR
“of “an’ educat1on§; pu‘posgiand by datlnition, '.?;f' L%
f may ha considera xcharitable. o o 7‘ A iy e
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g.organized ‘to Q‘ f e

-.»ﬁ\

Therafora wwa{hdvqﬁconcludedwthat
;Fedaral income tax'as.an grganizat

income tax returns qn Form.1120'
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of the Code St copy of
: cials.

“iaction SiOQ(c)

It you do not agrao with ou: detgrmination,
this-natternby the Oftice ot’Reglohal Diractor ot Appeals.1 To.do this, _you
should file uwritten appeal as, explained in tha enclosed Publicatlon 892
Your: qppeal should giva the tacts,ﬁlaw and any other information’ to support
your: position.u It you‘want a hearinql please request {t.phen you tile yoyr :
appeal and you will be contacted to arrgnqe a date. The&hearinq may be held. - %Y
at the’ reqiona}»otfice, or’ i£ you requo -At any mutually convenient district -
ot:ice.. "If; you will be rep;esented by soueone vho is not ona of. your : -

° !ile a power of attorney or tax

k
you -ay"requast consideration or

intornation authorization'with us, °

. 0 “‘~;§,: P kg : g
If you don t appeal this deternination within 30 davs tron
letter,*as explainad in Bublication 892 this latter
determination in this. mattery’ Furtber. if you. do not
determination ina: tingly nanher, it will be considere
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the date of . this e

i1l bacona’ our final - ni_
appeal this'. o i g

d:by" the Internal , h
renedies.u Section

that "\ declaratdry judgement or. R
.decree under thisceection shall not - be 1ssued in any procaeding unless tha: Tax ’ .

Court, the Clainms Court . or the’ e/district court of tha. Unitad ‘State ‘Wf*'“

g for tho
District of Columbia daterlines that\the orqanization involvpd has: exhausted

administrative remedies: available to it within tha Internat Revenue=servicc."

,ﬂ’
Appeals submitted which do notfco
Publication 892 will be returnad




S o "
pleatse confact ,xhc person 'ﬂhos
tha, headinq ot this letter._




